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The 
President's 
Scraich-Pad 


§ The current hearings on industrial profit 
sharing, which are being conducted by a 
special Senate committee under Senator 


_ Vandenberg, bring to mind the frequency 


with which profit sharing has appeared on 
the agenda of AMA meetings. Profit 
sharing as a compensation device has many 
well known advantages and disadvantages. 
Further, it appears to be subject to broad 
definitions and thus has many different 
forms. Certain companies have employed 
it with signal success, while others have 
adopted different profit-sharing schemes 
only to abandon them after a few years’ 
experience with them. 


§ Experienced personnel and industrial 
relations executives from companies which 
have most successfully employed such 
plans would certainly urge that the com- 
mittee make its recommendations with 
careful reservations. The profit-sharing 
idea is not something to be casually toyed 
with. It can lead to the most serious mis- 
understandings between companies and 
their employees if improperly handled. 


§ Its efficiency as a management technique 
depends on many factors, such as: the 
character of the business in which it is 
employed; the suitability of a particular 
plan to a given company; and upon the 
judgment of its administrators. Experi- 
ence related at AMA meetings bears this 
out. 


§ In back of the committee’s hearings is 
the plan to reduce the tax burden of com- 
panies using profit-sharing plans. This 
might bring about the quick adoption of 
unsound profit-sharing plans on a wide 
scale. This is one of the dangers recog- 
nized by the personnel of the committee 
and the various individuals who will tes- 
tify before it. 


§ The AMA does not attempt directly to 
influence legislation. However, while the 
matter is still in its fact-finding stages, we 
should all urge the committee to make its 
investigation a thorough one. 


Lbouw & Loca. 





_ Costs Lowered 


Thru Operating 


Economies 


Companies at AMA 
Production Meeting 
Report Experience 


The problem of reducing costs, despite 
rigid wages and stiffening raw material 
prices, is being successfully met in hun- 
dreds of plants through cost reductions 
in manufacturing operations, it was dem- 
onstrated at the recent AMA Production 
Conference in New York City on Novem- 
ber 9-10. It was apparent throughout the 
discussions that many companies had 
thought that they had squeezed every last 
bit of waste out of their manufacturing 
methods, only to find that still further 
economies could be made as the pressure 
for reductions became more pressing. 

Because the participants in the various 
discussions represented a carefully chosen 
cross-section of American industry, the 
conference had lessons for practically all 
segments of business. The sessions were 
planned by a committee under the leader- 
ship of Raymond S. Perry, Vice President, 
Ingersoll Milling Machine Company, who 
is Vice President in Charge of the AMA 
Production Division. 


Economies 


All of the discussions were in terms of 
actual experience with typical plant opera- 
tions, In general, the ptincipal avenues 
for economy were found to be: more 
efficient plant layout; more scientific 
mechanization; incentive systems which 
show the employee his gains promptly; 
reports that regularly apprise foremen, 
supervisors, and department heads of their 
daily performance records; generous re- 
wards to employees for suggestions; inter- 
organization comparisons and competition 
on performance; time and motion study ; 
better budgetary and. inventory control; 
savings in waste in converting raw mate- 
rials to finished products; closer coopera- 
tion between sales and purchasing depart- 
ments so that inventory may be kept in 
line with customer needs; checks on idle 
machinery time. 

In the case of each company whose 
experience was related, the chairman, 
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BUSINESS 
OUTLOOK 


Present Indications 
Very Hopeful 


The more conservative observers of 
business trends remain cautious in their 
comments regarding economic conditions 
of the immediate future. While ready to © 
admit that there is little in the present pic- 
ture that gives cause for complaint, they J 
point out that the future is a blizzard of 7 
question marks. The most frequently 
heard question is: Will the recovery pfo- 
ceed rapidly until seasonal and accumu 
lated requirements are filled and then slow 
down, or will the trend continue upward 
at a steady pace? 

Col. Leonard Ayres of the Cleveland 
Trust Company says that the answer to 
this question depends upon whether pri- 
vate capital is going to flow into new 
enterprise and thus make possible larger 
industrial payrolls, or whether the Gov- 
ernment will continue to carry the relief 
burden through its deficit finance emet- 


gency spending. 


Payrolls 


Pertinent to Col. Ayres’ comment ate © 
the statistics on employment for the month 
of September. For all industries combined, 
factory payrolls in September rose toa 
new 1938 high, scoring their second con- 
secutive rise. Although they were 143 
per cent higher than they were in the: 
recession’s low in July, they were 22.7 pet 
cent less than in July, 1937. The estimated, 
statistics for October and early November, 
however, give indication that this differ 
ence will be whittled down considerably. 

Conditions as reflected in the various 
items condensed on the inside pages of 
this LETTER are as follows: 

In general, a strong and broad recov © 
ery is under way. How far it will continue = 
is a question that cannot be answered, 
Business opinion is conservative. 

Money will continue at a low rate. | 

Stocks will suffer corrections, but will” 
consolidate gains and advance broadly. 


Construction activity will increase. 
Employment and payrolls will com 
tinue to higher levels. . 
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The index of business income showed 
a rather pronounced rise during the week 
ended October 29; expenses exceeded in- 
come by only 2.5 points as against 4.0 
points the previous week, thus providing a 
good start to attain profitable operations 
(November 12). 


We shall enter the winter months, it 
appears, with business rising rapidly; there 
is no reason to expect that this rapid ad- 
vance will cause a mid-winter slump; too 
many industries still have considerable 
progress to make (November 21). 


The upward spiral in the United States 
is strongly progressing; business should 
continue its sharp expansion; commodities 
should develop broader strength; money 
rates will continue low; bonds should con- 
tinue strong; stocks will resume their ad- 
vancing trend (November 5). 
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Money and 
Credit 


The volume of U. S. money in circula- 
tion was reported on Nov. 5 at $6,706,- 
000,000, the highest figure on record with 
the exception of two weeks in the bank 
holiday of 1933 when money was being 
hoarded by the public (November 12). 


Current prospects favor inflation along 
the credit route for the present upward 
business cycle; 
another force making for higher commod- 
ity prices (November 21). 


the inflation trend is 


The excess reserves and deposit increases 
are important since they reflect the added 
stimulus to recovery given by far-reaching 
government measures and indicate the vast 
potentialities for credit expansion (No- 
vember 5). 





Security 
Markets 








Production 





A factor inducing caution in jumping to 
conclusions has been the very heavy turn- 
over at times during the last two months; 
volume has frequently risen exceptionally 
high without any corresponding ability 
of prices to advance (November 17). 


Among others, the reasons why stocks 
should seek higher levels are: a large 
money supply; upward trend in business; 
anticipation of much greater profits and 
big government spending; it is apparent 
that economic fundamentals still favor 
the stock market (November 21). 


Following the previous week's march 
into new high ground for this bull market, 
stocks executed a retreat; the major direc- 
tion of stock prices, however, should re- 
main upward (November 19). 
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The estimate of this year’s normal de- 
mand for steel has been revised upward 
to 39.2% of capacity from 39.0% last 
week; the actual rate has increased this 
week to a new 1938 peak of 61.0%; the 
inevitable reaction to this abnormal high 
does not appear imminent (Nov. 12). 


In the outlook for the first quarter of 
1939, steel production should be not far 
from 70% of capacity; electric power 
production is expected to be 7% higher 
than in 1938; auto production should be 
maintained around current levels (Novem- 


ber 14). 


Fortified with a wholesome outlook for 
capital formation, or its equivalent, the 
production of consumers’ goods in 1939 
should compare favorably with that in 
1937 (November 10). 
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Distribution 


Sales of grocery stores are about 114% 
below a year ago; retail sales of new cars 
during September were 49% lower than 
in September, 1937; men’s-wear chain 
store sales are about 1114% below a year 
ago (November 21). 





Building 


Though still somewhat subnormal, ac- 
tivity in the building and building supply 
industries should be up anywhere from 
50% to 75% in the first quarter of 1939 
(November 14). 


It is of prime importance to the rail- 
roads that the outlook for construction 
(residential, factory, utility, etc.) is the 
brightest since the booming twenties; a 
vast amount of deferred demand for these 
durable and capital goods exists; funds to 
finance them are superabundant (Nov. 19). 





Agriculture 


The price index of farm products, on 
the basis of 1929 as 100, rose from the re- 
cession’s low of 63.0 in August to 65.1 in 
September; this was 19.4% lower than in 
September, 1937, but an increase of 12.0% 
in the quantity of products marketed off- 
set greatly the drop in prices (Nov. 12). 


The AAA program faces an extensive 
overhauling next year and prospects favor 
an increase in the number of farm products 
to receive government benefits; the Ad- 
ministration is anxious to lift agricultural 
prices and to close the gap between them 
and industrial commodities (Nov. 21). 








Labor and 
Wages 





In the week ended October 29, the price 
index of farm products, which reflects 
national income, recovered smartly from 
the relapse of the previous week; manufac- 
tured goods prices did not rise; thus the 
purchasing power index rose to 75.7, the 
highest since mid-July (November 12). 


Wholesale commodity prices as meas- 
ured by the Department of Labor Index 
recently stood about 8% below last year; 
prices of industrial commodities as a whole 
are down less than agricultural commodi- 
ties; today the trend in the average of 
commodity prices is upward (Nov. 21). 


The volume of business for 1939 will 
not be much less than in 1937, and such 
a level of demand will raise prices; the 
price rise will be orderly, and conducive 
to business expansion (November 19). 





Factory payrolls, for all industries com- 
bined, rose in September for the second 
consecutive month and reached the highest 
level this year; at the same time they were 
22.7% smaller than in the same month last 
year (November 12). 


Prospects favor higher rather than lower 
labor costs in the year ahead; more strikes 
are anticipated in 1939 than in 1938; how- 
ever no major tie-ups appear on the imme- 
diate horizon; labor troubles will tend 
to boost costs (November 21). 


The limitation of working hours and 
the establishment of minimum wages are 
likely to be cost-raising factors which in 
time will be offset by improvement in 
machine efficiency (November 10). 
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Foreign Trade 
and 


Conditions 





The value of merchandise exported from 
the United States, after reaching a new 
'ow for the current recession in July, rose 
in September for the second consecutive 
month; imports also expanded during 
\ugust and September but failed to equal 
xports (November 12). 





The armament race points to active de- 
mand for copper, lead, steel, wool and 
other materials necessary in preparing this 
and other countries for any “eventuality” ; 
the foreign situation should prove more 
bullish than bearish on the average of com- 
modity prices (November 21). 





Democracies are meeting stiff competi- 
tion with the totalitarian states in world 
markets; but the democracies are becom- 
ing more keenly aware of the necessity for 
cooperation among themselves (Novem- 
ber 10). 
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Business Week 


Dun’s Review 


Cleveland Trust Company 


National City Bank 





Business has pulled ahead of a year ago 
quite impressively and has attained enough 
momentum to continue rising for some 
time to comme; Business Week's index rose 
to 101.7 for the week ended November 12, 
which compares with 76.0 six months ago 
(Novembe: 19). 


Further gains in trade and industry in 
Oc‘ober and the first part of November 
left business leaders hopefully optimistic; 
automobile and steel industries held the 
spotlight in the industrial advance (De- 
cember). 


If this recovery must continue to depend 
on government emergency spending it will 
be a brief one; it can be a sustained recov- 
ery if the flow of capital funds into expand- 
ing business grows large enough to support 
many workers; government spending can 
carry that burden only briefly (Nov. 15). 





There’s no chance that the next Congress 
will stiffer. the corporate surplus tax or 
adopt Sec. Morgenthau’s inheritance-tax 
proposal; elimination of tax-exempt secu- 
rities is dcubtful; income taxes may pos- 
sibly be extended to lower brackets (No- 
vember 19). 


Bank clearings, 22 U. S. cities, October, 
$24,010,862,000, 10.5% above Septem- 
ber, 2.7% below a year ago; Adjusted 
Insolvency Index (Failures) October, 59.4 
compared with 61.4 in September and 49.1 
a year ago (December). 


Business indexes have been moving up- 
ward, and indications for the near future 
continue favorable; however, corporate 
profits of industrial concerns in the third 
quarter of 1938 ran sharply below the 
same period last year, and business senti- 
ment remains conservative (November). 





Borrowing for commercial purposes re- 
mained slack during October; apart from 
the rise in the gold stock, the most strik- 
ing feature of the domestic money situa- 
tion continues to be the extraordinary in- 
crease in the quantity of idle funds in 
banks (November). 





Substantial selling has deflated the mar- 
kets since their post-election splurge to 
new highs. notwithstanding troubled con- 
ditions abroad, many keen market analysts 
are more unreservedly bullish than at any 
time since 1935 and 1936 (November 19). 





Steel operations have topped 62% of 
capacity, and strength in steel scrap prices 
indicates that the industry is convinced 
that output will be even better after the 
turn of the year; production of electric 
energy has risen above 1937 (November 
19). 





The automobile industry looks forward 
to a 25 to 33% improvement in retail sales 
during the 1939 model year (November 
19). 





The outlook for building is the brightest 
in years; the four-week daily average of 
residential building contracts (F. W. 
Dodge, latest week) is $4,438,000, com- 
pared with $2,859,000 six months ago and 
$2,625,000 a year ago (November 19). 





Farm discontent points to some over- 
hauling of the AAA program, but nobody 
knows what the outcome will be, except 
that the farmers will get theirs; we predict 
that processing taxes will be voted down 
(November 19). 


Trading volume in October was the 
largest for any 1938 month, and the trend 
of prices was upward, in contrast to the 
spectacular decline in the same month last 
year (December). 


The recent war scare showed that so 
far as brief market breaks are concerned 
the banks are not warranted in avoiding 
long-term federal bonds because of their 
greater vulnerability in price declines 
(November 15). 





Security prices have been firm; in the 
bond market, high-grade issues displayed 
renewed activity and strength during Oc- 
tober, with several of the long-term Treas- 
ury loans reaching new high levels (No- 
vember). 





Activity in the production and distribu- 
tion of goods recorded a continuation of 
the upward movement evidenced since 
June; the index of industrial production 
reached a twelve-month high of 95 in 
October (December). 





The volume of industrial production 
again increased vigorously in October, and 
it is apparently going to advance in No- 
vember; the increase has been due largely 
to greater outputs of autos, iron and steel 
(November 15). 


Steel and. automobile operations have 
improved, and the textile industries have 
held their ground; the Federal Reserve 
index of industrial production rose to 90 
for September, from 88 in August, and 
preliminary figures indicate another rise 
in October (November). 





The U. S. Trade Barometer rose from 
75.8 in August to 78.4: in September; 
nineteen of the twenty-nine regions re- 
ported increased trade activity (Decem- 
ber). 





Major engineering construction awards 
reached the highest October total since 
1929; building permits in October (215 
cities) totaled $97,111,919, 4.6% below 
September, and 7.1% above a year ago 
(December). 





Department store sales in the four weeks 
ended October 22 were 13% below last 
year, and October sales have not made 
the usual seasonal gain over September, 
due apparently to warm weather which 
interfered with sales of Fall apparel (No- 
vember). 





In the past two months there have been 
good increases in construction, in freight 
car loadings, and in sales of department 


stores (November 15). 


The October building figures thus far 
received are little short of sensational; 
contracts awarded during the first half of 
the month represented the highest daily 
rate since 1930; as compared with a year 
ago the increase was 87%; the rise is 
likely to continue (November). 








Moody’s spot commodity price index 
(latest week) has risen to 145.0 from 
144.1 the preceding week; this compares 
with 137.0 six months ago and 151.2 a 
year ago (November 19). 





The election results indicate that the 
A. F. of L. will be able to work over the 
Wagner Act to protect the status of craft 
unions from alleged discrimination; em- 
ployers also will probably be able to 
wangle some changes in the Act (Novem- 


ber 19). 


Commodity prices remained compara- 
tively firm during October and the first 
week in November; Dun & Bradstreet’s 
Daily Commodity Price Index fluctuated 
within a narrow range (December). 





Payrolls and employment gained in 
automotive and steel industries as output 
increased in October and November; aver- 
age weekly earnings of factory workers in 
25 industries (NICB) increased 89 cents 
from August to September (December). 


In common with other people, many 
farmers sincerely believe that the federal 
farm program is proving ineffective and 
unworkable; even with government loans 
and subsidies, prices of wheat and corn 
are lower than when the original AAA 
went into effect in 1933 (November). 





Commodity prices have been steady, 
with indications that buyers are willing to 
operate a little further ahead than formerly 
(November). 





The revised indexes of factory employ- 
ment from 1919 through 1938 show that 
the number of workers employed in fac- 
tories in the summer of 1937 was some- 
what greater than it was at the peak of 
the boom in 1929 before the great depres- 
sion (November 15). 





The international political effects of the 
U. S. trade agreements with Great Britain 
and Canada will be immediate, but eco- 
nomic benefits cannot be expected to be 
very large for several months, when busi- 
ness will have had time to digest the new 
tariffs (November 19). 








It is estimated that Russia is spending 
40% of her national income in preparing 
for war, Japan 37%, Germany 20%, 
France 9.1%, Italy 8.3%, the United 
Kingdom 6.5%, the United States 1.6% 
(November 15). 





Although the average annual compen- 
sation of railroad employees rose in 1937 
to a high of $1780, the Emergency Fact- 
Finding Board appointed by President 
Roosevelt has recommended that the rail 
roads abandon their proposal to reduce 
wages 15% (November). 





The merchandise trade balance continues 
heavily in our favor, and the rise in our 
gold holdings has been accelerated accord- 
ingly; foreign money and security markets 
have responded favorably to the passing of 
the war crisis (November). 
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Heads Finance Program 





F. B. FLAHIVE 


Finance Conference 
Sessions Attract 
Wide Attention 


Wide interest has been evidenced by 
company financial officers in the ses- 
sions which will be held on January 25- 
26 by AMA’s Division of Finance and 
Accounts, at the Hotel Pennsylvania, 
New York City. Comments on the ad- 
vance proof of the conference program, 
which was mailed out to members, in- 
dicate that the topics meet the approval 
of operating treasurers, comptrollers, 
and other fiscal officers. 


Interest has also been spurred by the 
fact that the conference will be confined 
to members of the AMA and their 
guests. This will insure practical dis- 
cussions of actual company problems 
and will help to make the sessions “ex- 
perience meetings.” 


As a result of thorough research by 
the conference planning group under 
the direction of F. B. Flahive, Comp- 
troller, Columbia Gas & Electric Cor- 
poration, who is Vice President in 
Charge of the AMA Division of Fi- 
nance and Accounts, the topics that will 
be discussed represent a true cross-sec- 
tion of the interests of financial ex- 
ecutives. 


One of the reasons for the unusual 
interest in the conference is the fact 
that its three principal topics will in- 
volve discussion of the average com- 
pany’s most difficult financial problems. 
The three topics whose various aspects 
will be discussed during the meeting 
are: general problems of the finance of- 
ficer; depreciation and obsolescence 
practices ; and, taxation problems. 





Plans Made For 
Chicago Personnel 


Conference 
(Continued) 


Because labor relations developments 
on the West Coast hold significant in- 
terest for the country at large, the com- 
mittee is planning to give registrants 
at the Conference a complete picture 
of industrial relations conditions in the 
Far West, with particular reference to 
the San Francisco Employers Council 
and its formation. 


Discussion of collective bargaining 
will high-light the apparent trend 
toward the collective efforts of employ- 
ers in dealing with workers and will 
include case studies of union-manage- 
ment relations in various plants. The 
continued interest in such subjects as 
job evaluation gives assurance that this 
and kindred topics will be on the pro- 
gram. It is expected that there will be 
papers on the rating of individuals and 
on job classification as well as on meth- 
ods of determining standards of exec- 
utive performance. 


One of the topics to be studied dur- 
ing the sessions is “Esprit-De-Corps 
Among Employees.” The relationship 
of non-financial incentives to esprit-de- 
corps has been made more important by 
the revival of interest in annual wage 
plans, and in many instances, by the ap- 
plication of the Fair Labor Standards 
Act. 


The planning committee has also 
noted the interest that prevails in the 
efforts of certain labor organizations to 
advance industrial relations and to help 
companies operate successfully for the 
mutual benefit of owners and em- 
ployees. Many far-sighted labor lead- 
ers have recognized their responsibility 
and have taken steps to help companies 
develop greater operating efficiency 
through worker cooperation. The com- 
mittee plans to have such a labor leader 
describe what his group has done in 
this endeavor. 





The executive secretary of one com- 
pany has informed the Association that 
he routed the advance program proof 
to all members of his organization who 
might be interested in the conference 
and asked them to indicate on a form 
that was attached which sessions they 
would particularly wish to:attend. This 
is an excellent plan to insure accurate 
coverage of the conference by the 
proper executives. The Association 
will be glad to send additional copies 
of the program proof to any company 
wishing to follow this idea. 





New AMA Director 





WIxu1AM L. Batt 


William L. Batt, President of SKF 
Industries, Inc., and President of the 
International Committee of Scientific 
Management was elected a member of 
the Board of Directors of the American 
Management Association at the Board’s 
November meeting. 


Mr. Batt has been President of SKF 
Industries since 1923 and has been as- 
sociated with that company since 1919. 
He is the first American to be elected 
President of the International Commit- 
tee of Scientific Management, an honor 
he received following 18 months of 
service as chairman of the American 
Coordinating Committee of the Seventh 
International Management Congress 
held in Washington last September. He 
succeeded Viscount Leverhulme, head 
of Unilevers, Ltd., of England, former 
president of the London Chamber of 
Commerce. He will serve as President 
of the International Committee through 
1941 when the next triennial manage- 
ment Congress will be held. 


Mr. Batt is not only the ieading fig- 
ure in the world management move- 
ment but a well known leader in the 
fields of science and engineering. He 
is a former president of the American 
Society of Mechanical Engineers and 
is known as a vigorous and progressive 
executive. 


Packaging Conference Activity 
Begins With Group Meeting 


Preparations for the Annual Pack- 
aging Exposition and Conference which 
will be held March 7-10, 1939, at the 
Hotel Astor, New York City, are now 
under way. Henry J. Howlett, AMA 
Secretary, announced that group plan- 
ning meetings have been held by the 
unit packaging, shipping, bulk pack- 
aging and packaging machinery groups. 
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